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ABSTRACT 

This booklet, which is designed to clarify facts 
regarding the minimum wage's impact on marketplace economics, 
contains a total of 31 questions and answers pertaining to the 
following topics: relationship between minimum wages and poverty; 
impacts of changes in the minimum wage on welfare reform; and 
possible effects of changes in the minimum wage and job loss. Among 
the issues addressed in the individual questions are the following: 
characteristics of individuals who work at the minimum wage; whether 
a higher minimum wage would help selected groups such as poor 
families, low-skilled adults, and minorities; whether the minimum 
wage should be linked to other wages in the economy, the Consumer 
Price Index, and/or inflation; the types of jobs people take when 
leaving welfare; whether individuals leaving welfare for entry-level 
jobs will require permanent income support; the findings of studies 
examining the link between the minimum wage and job loss in 
California, New Jersey, and Texas; and the effects of minimum wage 
increases on youth employment and unemployment. The bibliography 
lists 64 publications dealing with the following topics: labor market 
and employment effects of the minimum wage; youth and the minimum 
wage; macroeconomic effects; and poverty and equity issues. (MN) 
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Debates over increasing the minimum wage have historically combined the 
hard reality of marketplace economics with the more forgiving interests of 
social goals. This publication is designed to separate and quantify facts in 
these tuo areas and present these facts in a clear, concise format Much of 
the material on the following pages is new, ha\ing been researched over the 
last three years. 

, ^ Among the issues addressed by new research: - 

• Wliat impact would a minimum wage increase have on welfare reform? 
Peter Brandon of the University of Wisconsin provides some clues in a 
1995 study. He found that mothers on welfare in states that raise thdr 
minimum wage spend up to 4-^% longer periods of time on public 
eissistance than welfare recipients in other states. 

• Would raising the minimum wage help single parents? David Macpherson 
of Florida State University and William Even of Miami University conclude 
that only 4.4% of the beneGts from a higher minimum wage would go to 
single mothers with children at home. 

• Does a higher minimum wage result in fewer jobs? Lowell Taylor of 
Carnegie Mellon University studied emplo^Tnent in retail businesses in 
California after the last state- imposed minimum wage increase. Even 
though retail sales in California were growing at almost twice the national 
rate, he found retail emplo\ ment grew 14% slower than the national average. 

The evidence is clear. Higher minimum wages result in signifie^tly longer 
spells on M'elfare, do not target groups policymakers want to help, and cost 
entry-level employment opportunities. TWs publication highlights these and 
other significant findings regarding who is working at the minimum wage, 
vrhat the impact of an increase would be, and how to best help the low- 
skilled work force attain higher incomes. 

... 

Sincerely, 

Richard B. Berman 
Executive Director 
Employment Policies 
Jnstitute Foundation 
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Minimum Wages and Poverty 

Minimum Wage in 
Each Age Group 



Table 1 . Percent of Workers 
Employed at the 



\\ ho N^orks al llu* jiiiniimini uat^f ? 

MiniiMiim wah^ fmploMiii-nl riniiiMUi-s in 
hf lai'it'K tii'd (o work tApfritMict'. \Iori' 
llum ol tt't'ii^ .i<iftl U>-|7 work al 
\\\r mitiimimi \\a«;t\ Tlii^ rall> in 1 lor 
uorkor^ and i oiiitMUi'«- lo lull wilh 

}nrroa>o(l time in tin* wiirk lorcf'. U\ a^ic 
M) onl\ 2"u <»r \\o'rki'r> aro al lli»' niiiii- 
imim, \lt»r»*u\rr. Ij\ aiif 10 nnl\ (S/lOol 
l"t> III woHmms an' wetrkitiii lull limi* al 
llio minimnm \\. 

•Tho majoriiN »»! iniiiiiumn worki'r- 
an* inul»»r air»* 27). 

•Tlit-n* an- inon- ilian TlMl.nou irriw 
\\t)rkini: al tlw mitiiiiinm waiic \sho li\r 
in h<Mi>rhol<l> wIumt laniiK inconn* 

• Ovrrall. t)nl\ .'i7"ii o!" inininnun wain' 
wurkrrs uttrk lull tinic. 

• More ihan l-n"'o ol ininiinuni ua;zt* work- 
ers an- itM'M^ an<l \t)Uiii: adulls li\ini: al 
home. 

•Hru'-lillli t»r inininnun wa;n' uorktT-^ an* 
^in;;lt' iinli\i(iual> willi no rhildnMi/ 



Are adult ininitnuni ua^^e workers 
responsible lor laniilies" support? 

Most inininnun \Na;zr \\ork(T> an* nol 
Nn[)porlinj: a lainiK— iln'\ arc >tnjrl'' indi- 
\ iduals. 1)1 ihc niiilion workers al llir 
inininnun. onlv .'^.V'ii (!..'> million) an* 
adulls in laiuilirs. \linosl 9(K).00() ol 
ihese an* in laniilirs wllli annual inroint'> 
Auy\r $i:).0()(). and almosl :>0(UM)() ol" 
ihe>«' adull> an' in rainilir> wiili animal 
im onws alio\e S-'ilkUOd. 

Then' an' inon* inininnun \\i\\ir a<lulls in 
laniilies wilh incomes al)o\e S^^O.OIM) ihan 
in lamilies wilh inr(>me> helow SIO.OOO/ 

\\o^^ large is the prohlt^ni ol siniyie 
parents al the ntininium wiige wilh 
multiple ehiJdren? 

The iiuaire ol' ihe sinj;le molher >U[)|)t)rl- 
in;i ihrtM* ehildn^n on a mininuiin wa;ie 
income i> rr('(|ut'nli\ iiuokrd lo ju>lil\ a 
maiidalcd wa;:e iiuTease. ()ni\ ()..'>*/i> ol 
mininnuu waue workers are sinixle [)ar- 
enls. JuM r);i.()0(). -litrhily nwv ha\»- 
ihn'c or more children. VddilionalK. oid\ 
hairoflhis laller <:n>u[) - 27.000 - i^ 
workin«: lull linu*.' 

Are l<m \*a«;es a major eause ol poverty? 

The dominanl characieri>lic ol low 
income hou>ehold> i> nol low wa^ies al 
which houstdiold nuMnhers work, hul 
ralherlhal >o lew ol lhem ha\eemplo\- 
inenl-hased income. Lookini: al ihc poor- 
est liflh ol \ineri('n» lamili^^s. (uV^^o ha\c 
no workers al all. \nd onU IvVMt ha\"e a 
lamiU ineiuher who works \ear nvund. 
Lack of work, nol low wa;ie>. i> iIh' ehi(d" 
characicri>lic ol' ihe ptton^^l Vmcrii-ans. 

TiKTc i> al hoi a lemIou^ link helween 
low wa<ies and low income. Man\ low- 
Wii«:e workcr> an' either teens or sec- 
ondars worker> in families with otherwise 
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Low-skilled adults in 
states that raised their 
minimum wage were 
often crowded out of 
the job market by teens 
and students. 

Kevin Lang, 

Boston UniversttY, 1995. 
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" / ////<" rtury-lerri jobs 
(waildhlo to the poor. 
IHirtintldt'lv to inner ( itv 
votfth. provide vital 
expcricnre in le(irnin<ji 
the Ixtsie reifuirements of 
hoUlitiii (t job." 

Tlir Haltiinnrr 



<'()mtortal)lr {or hi|zti) inroincs." More low- 
wdirc workiTs (thosr riirnin<r $().(U) an 
hour or arr in I'arnilit^s with inconu's 
al)()\<' $20,000 than ii\ t'arnilit^s hclow 
$10,000." \> SiTH'tar)- oF l.ahor Hoht'rt 
WnvU i\i)Wi\ to IVosidrnt (ihnton. ''Most 
niiiiimiirii wap' \\ork<'rs an* not j)oor. ' 

Has a stagnant uiininium wage con- 
tributed to an increase in povertyi' 

!n the la^^t dread*' ( n>H0-9(») the jKnerty 
rate rose Irom 11.5% to 12.0%. Over that 
same time, however, tlie [)<)verty rate for 
two-parent families actually tell trom 
I.VVo to 7.1^'n. llie inen^ase in the nuin- 
her oi poor j)eople was driven by the 
drastii- explosion in the number oi 
single-parent families: bet\\t*t'n 1*)80 arul 
1 WO the tunuber oi persons in these 
families increased by 23%. Single-parent 
families, almost hv definition, consistently 
exhibit k)\\er earnings than dual-parent 
families, and the distinction has littit* 
relation to the mininuini wage. It was the 
increase in the number of these house- 
iiold> thill dro\e up ihi' overall j)t)\erty 
rale.' 

Would raising the minimum wage 
reduce the number of poor people? 

Looking speritically al groups likely to he 
affected bv an increase in the minimum 
wage (voung adults, junior high dropoiits. 
etr.). rescarcluTs have found no reciuc- 
tion in poverty ratf»s as a result of 
increases in state minimum wages.'" For 
cxam[)lc. the la>t time the minimum 
wage was increased, junior high school 
dropjMiN e\perictH'«'d no reduction in 
their poverty rales despite the 27% 
increase in the minimum. While some 
members of these groups may have 
realized higher <'arnings. those higher 
earnings w<Te insufficient to oftstn the 
negativ*' employment impact within tlu'se 
grou|)>. 



How efficient is the minimum wage 
for helping poor families? 

Researchers ha\c found the ininimimi 
wage is a highly im^fflcient tool for 
raising the income of poor hous<diolds. 
Because man\ low -wage workers are 
found in bigluT-incorni! households. 

of the beiK^fils from the last fedtTal 
mininuHu wage increase (from $3.35 to 
$4.25) went to families with incomes al 
b»ast twice llie po\erty level. Only 
went to families below the poverty line. 
Thirtv-six percent of the benefits wmt to 
families whose inconu' was at least ihnv 
limes the poverty level, or close to 
$4-5.000 lor a famiU of four." 

Would a higher minimum wage 
help low-skilled adults? 

\ minirruun wage increase induces 
applicants with higher skills than most 
- enlry-lc v(*l workers to apply for tnitry- 
level po>iti()n>. lliese applicants crowd 
out lesser-ski Ib'd workers who depend 
on ihoe jobs. 

I'^iis pluMiomenon has been recognized 
from ihe earliot days of the miuinuun 
wage. In 1938, the Department of Labor 
report<Ml "workers who had been receiv- 
ing less than jtlu* new minimum wage of] 
25 cents had be<Mi laid off and replaced 
bv more efficient workers."*" Vie iSetv 
York Tutws n'porled in 1992 that the 
most recent federal increase in the mini- 
mum wage had nv^ubed in a similar 
employment shift." 

Hecent n'M^rch has also documented 
significant changes in the composition of 
the work force after a minimum wag<' 
increase. Kmpioyers lend to replace adult 
vvorkt^s with students and teenagers after 
a miniuunn wage incn^ase. and also lend 
to n*plac<* hdl tim<' employment with part 
time employm<'nt. A $1 difference in 
average wages brought on by mininuun 
wage increase> i> associated with a 9"^n 
drop in adult low -wage employment.'* 
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Would raisin <; the minimum \m\*iv 
im|>ro\(* the i'i'ononTu' status of 
minorities? 

Wutr than J)n"ii ut ihr niiiiiinurn \\a<xe 
work IdH r i> white, ( !i)tlse(|lfrinlN. ihr 
lionV >htn'e ni aiiv iiirrea>e(l riiniinjX'^ lor 
worker'- - llioM- not di^filared IVotn tlwir 
U\ a lii^lwr miiiiniuin wa<zr — would 
areriie lo tlie nnn-ininorit\ |)o[nilaliofL 



lloH much of a hi<yher minimum 
wage would benefit families? 



If the ininiiiuiM) wa<:e wt-n' rai>r(i to 
.S.'). IT) to(ia\. less than r)"o ol tin* hi^^luT 
rariiinirs woiihl i^o to >in*:!<' ()arriit>. !wo- 
adiih taniilie> (witi) or without < hildrru} 
who an' <Ir{ii'n(ient on a >iii<x!r tninifiuuii 
wa<X'' worker wiuild reeri\r \r<> thatt ^^"n 
ol tlir ineri'aMMl earin'ii<:s." 

Is the \alue (tf the minimum waj^e 
at a historie low? 

Prior to \^H)i). mo>t jol>s ludd l>y to(hi\V 
luiuitnum wa<x<* workers were not costTed 
hv tlie minimum waj:e law. T\ui< inehnlrs 
ahnoM all «Mn|)!n\ inent sectors in wlucli 
I'Mtrv-lrM*! work i> now roneeiUratrd: 
n*taik n'Manrant. hoteL laundr). food 
l>roe('»in»:. aiirimtture. and dornrstic 

si'rvirr>. 

The rxpansioi! oftlir rninirnuni 
kiw's r<i\erair4* imalidates ^ituple 
tinie/wa<xr (hMinctions. ()nl\ oi 
non->u[)er\isor\ rniplostM's were cosenMl 
l>v the minimum wa^e thirt\ yars a»:o. 




Table 2. The Poorest American 
Households 



Todav. tlie c'oniparahic il|:ure i> H'^'Vo, 
Whrrras tlie ininiimnn wajie wa> i)ri^d- 
nalU a wajrr (loor lor relative!) 
lii«:h-skilled niarud'aeturin^. niininj: and 
transportation works rs. it has now 
l)e('otne a ininirnuni sjTvice-sertor wap* 
for unskilled workers. Hc'eausc" |)n)duetiv- 
itv in senice occupations has always 
»:rowti much more slowlv than in rnami- 
lacturin*: (it takes liie >arne amount of 
time lo c[ian*:c hotel hcd linens or hus 
a tai>ie as it did 30 years ajio). wai;c 
linkaiic jjelwcen sectors over time i>. alM> 
irrelevant. 

In addition, a narrovv locus on tlie 
rninirnuni wa^^e i<:nores other eartiin;is oi 
entr\-level worker>. l or example. Iinri- 
dreds of thou>and> of tipped etii|)lovees 
are slati^ticallv j-e|)orte(i as earniritr the 
iniriitnurn wa^M' even thou«£li tip rni onie 
puts total earnin^^< well ahove the 
tnininiuni. 



The last time the federal 
minimum wage was 
increased, only 
17% of the new 
benefits went to poor 
families. 

Richard Burkhauser, Syracuse 
University, and Andrew Glenn. 
Vanderbilt University, 1934. 
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Should the mini mum wage he linked 
to oth<T wiiges in the economy? 

U is l'nMjtn»ml\ remarkiMl that the inini- 
rmim wivdc \\a> rtiY^'u ol avtTagt* \\a<:t'> in 
the 10T()> aiul In 100 V had fallen to lt>s 
than Sueli a <im|)li* statcnirnl. Iiow- 

Tails U) aci-nunt lor {\w larjTfsl 
(ienu)^ra|)hir i*\ent t>f tin* 2()lli cftUiin: 
tl^e *i)ab\ IxKuiuTs * ha\e nuntMi Irorn 
heinj: n»*\v work force eniranls into their 
hi«£h wagi* eariiinjis yi*ars. The large hloc 
of bain hoonn'rs >ke\\> atiy nu*asiin» oi 
average \\a<;es in the t'ennoiny siinpU 1)\ 
force of niiinhers. l*ull\ half of tlu* 
changt* in the n'lationshi|) htHwctMi rniiii- 
nuirn and average wages is a statistical 
artilice caused by these deniographic 
shifts/ (!()nstM|in*ntl\. if W(* bad indexed 
the mininiuni wage to the avt^rage wage 
prevailing in the niid-l^TOs, it would 
now bi* o\er-indt*\(*d by at least 120"'". 
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Should the minimum wage he linked 
to the (Consumer I Vice Index? 

Indexing: the rninimiun wagt* to average 
inliation rates assumes that all parts ol 
ibe countn- share a similar experience in 
lIuMr inliation rates and t*( t>tu)mic 
strength. But \ariations in economic 
vitality in different parts of the country 
would concentrate tb(* negative employ- 
ment effects of a higher minimum wage 
in regions with the weakest labor mar- 
kets. 

In testimon\ before (Congress in t^arly 
1^95. Federal Reserve (Ibairman Alan 
OretMispan reporttMi th(* ConsumtT Price 
Index ma\ o\erstate th<* true inliation 
rati* bv as much a^ L.VM)'". or more than 
half oi' l<)94-*s inliation rate of 2.?M). Cor- 
recting inflation Tor this potential 1.5% 
annual bias \ields a 10<)5 inliation- 
adjusted value for the 1971 minimum 
wage (>f $4-.22. l<*ss than the current fed- 
eral le\el of $ k25. 

Vtliat would happen if the minimum 
wage had been indexed to inflation 
during the 1980s? 

A policy to put wage incrt*ases on auto- 
matic pilot could have disastrous conse- 
quences for low -wage workers. ConsidtT 
that in 1982: 

• The I .S. e( <moniy -hrank In 2.2*^0. the 
strongest |)ostwar n*et*ssion the country 
had experienced. 

• Overall unt*mployment was 9.?Mu up 
from 7.6% the prior y(*ar. 

• Tt*en (I()-19) unemployment rose from 
19.6 tt) 23.2%. 

• Black male teena^t*rs saw their unem- 
ployment rati* go Ironi 40.7% to •U5.9*'/(». 

V»*t (lespiti* the recession, inliation for 
the vear was s^till strong at (>.2<Vn. Had 
the minimum waj^c* bt*en indt*xed. 
we would ba\e been forced to raise it. 
notwithstarMling that tlu* (*conom\ luui 
plumnu*ted and unemployment was 
rising. 
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Married Female 
Dual Earner- 16 3% 



■ Single Female: 12.6% 

■ Single Male: 9.3% 

I Married Male 
Dual Earner. 6.2% 

M Other Relative 4 9% 

■ Married Male 
Sole Earner- 5 0% 

9 Tingle Mother 4 4% 

B Married Female 
Sole Earner: 3.8% 

H Relaled Sub-Family 
Member. 3 7% 

■ Unrelated Sub-Family 
Member 0 8% 

1 Single Father- f. 4% 
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The Minimum Wage and Welfare Reform 



W hat t\|)rs of jobs do propk* tak(* 
when I('a\in»i \\rirarry 

\l<)>tl\ mtrv-lfM'l jol»-: a majorit\ ol" jol)> 
tak^'ii iihrv it prrlod tif l)iMi('lit> n rripi 
arc lound in fitluT h'tai! trade nr 
^i'r\i< »'^ ' Tliis i> no >nr|)rist' •:i\cn 

tilt' rvtrndrd |HM'iod> nl tinu' «lurin«r 
wliirli Mio>t Wfllarr nM'ipicnts n'< t'i\f 
l»t'n»'lit>: t»{ rrt »'i\ini: l»t'iii'(it«» 

Irnni tilt' \id tt) 1 atniiif- wilii I )t j)«'n(ii'iit 
( .Inldrt'n ( M I K !) j)ro«:rarn -[mmuI at l«'a«»t 
tM::lu Nt'ar^ t)n tin* wrHarr rolls/ llitTf 
liinitfd lalttn-lttrtf participation tlirrin^ 
sprll> oi hcnclit rccfipt: tc>s than 7"!) ol 
rtM'ipifnt> wtirk at all in a xcar and oiilv 

\vt»rlv lull tinif.-' With this \it\ 
liinitt'd altafluncnt to the \v(»rk iortf 
and Inw *'\pt'ritMi('c h'xcL cntr\-lc\t'l 
jt)li> oltcn represent the txilv opportnni- 
tifs rt)r which wcHarc rct ipiciit^ arc 
(jualiticd. 

(ian t'lUrv-lcxcI ^xajies replace 
welfare benefits? 

hi niaii\ ca>c>. \c-. \llhou«rh [nan\ cntry- 
lc\cl j()h> pa\ rclati\cl\ low \va«rcs. ^ii^nil- 
icant sMh>idicsi arc alrcadv in place which 
-pccilicalK tariict low income latnilics. B\ 

the i!ariic(l hiconie Tax Credit 
(K1T(!) will he worth as ninch a> S^.-iT.") 
a vear in added income. c(jui\alent to an 
additional ^\.U*> an hour. Uecan-e ul the 
I'.rrd. a >in^^le parent leasing welfare will 
earn ttiorc than maii\ others workin«r in 
similar joh>. 

The hene(it> of the I .TrC. an' much nuyre 
liea\il\ tarp'ted on low iiKoine lamilies 
than are niinitnum wa^n- hiko. OnK '^I^m 
oi the la>t ininimuni wa^zc increase went 
to ptHn and iiear-pt»or lioii-ehold>. com- 
pared tt» t)l tlu' laM increase in the 



W ill those leaviiii; w<'llar<' lor 
entr\-l<Ael jobs r<'(|uir<' permanent 
inrome suppori? 

Numcnm- Mudie- lia\e -lit)wn that the 
earnini;^ nl those wln> he^in wtnk in 
entr\-le\cl inh> catch up rapidU.' 

l!\en llu>^e who he^in their wt»rk hi>to- 
ries in the liospitalil\ in<lu>tr\— the 
proNcrhial "hiiri^er dipper^ — ht)W ^ueh 
rohu>t earnin^^ •irowth t)\er lime that 
lhe\ eHectiseK clo-e the iiiilial earnin«r" 
^ap with their |)eet> who ^tailed working 
at liiirher waire>. \\t)rkers tirst ciiiplt)\ed 
in looti >en ice prior to l^^SJ— the <:roup 
tor which the ino<t comi)relien?i\e data 
are a\ ailahle— enjo\ed aseraiie earninir> 
•rains of more than l<M)*'(i aho\e their ini- 
tial earnini:> h\ 1*'^M. whic'i raised their 
earninir- to le\el- coniparahle tt> tho>e ol 
(itlier workiTS.'' 



Would raisin«j the mininniiu wa^v 
help welfare recipients seeking work? 



l".vidcnce -liow> minimmn wa^^e hikt^> 
tietualU nndermine wellare"lt»-work tran- 
-ition>. Om' >tn(l\ report> tlie ellt'ct »)! 
iticreii>e^ in the tninimimi wa«re enacted 
hv varioM- >tates in tln^ late P)8(*> wa- to 
decrease the emplovnuMit ol wellare 
recipient-. Mother- who faced increa>e> 
in their -tale - minimum wairt* while 
ree(M\in^ wellare were more likcK to 
report nt) lahor force participation: more 
than 3t)"M of them >ta\ed t)ut of tln^ lahor 
market, etinipared tt) 10"«i it! tho-e who 
reeei\ed \l*|)(i and who livt^l in state> 
that did not implement a mininuim waixe 
increase. 

\nd welfare mother- in -tate- that rai-ed 
dieir mininuim wa«:e> -laved on public 
a>>i>tancc \ f*'(i lon«rer than their coun- 
terparl> in -tate- where the minimum 
waire wa- miehan.ired." The) -intplv 



Welfare mothers in 
states that raised 
their minimum wage 
remained on public 
assistance 44% longer 
than their peers in 
states where the 
minimum wage 
remained unchanged. 

Peter Brandon, 

University ot Wisconsin, 1995. 
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The (ivinuinnit ilidi jorcinii 
licljarc rci ifui'iiis inio ihc 
joh m<irL'<*l (U lon -'^lall. 
i'tiirv-U'Vi'l jobs (looms il\(nu 
}() (I lijrl'nui' oj tniniiiiuni 

! |itM-l< Hi t I jlMllii ii- 




couKI not coiiipt'lr with more **;ittra(li\<'** 
workiTs who an* drawn into llir applicanl 
pool l)\ tlir rnaiulatcd hijLiluT wairo. 

Should the focus of welfare reform be 
on governmenl training? 

Tin* hiMor\ oi l"ederall\ lundrd irainiti^ 
))ro«!;rains luis brru so disiiuil u> to make 
ihern appear lulile. Wtiile- some projzrains 
lia\e reported Iar»:e per{ erua<re j:ains in 
eartiin</s after training, thev liavt* not 
reported lar»ze (K)llar <i:ains: earnin^rs were 
so low to bt*<rin with that an\ increase 
registered as a large perc^eiitage increase, 
l or example, although the ('aliiorniu 
(/Al.N projjrani reported a 17'*>) increase 
in earnings lor participants in the pro- 
ixram. tiiis ;raiti translated into onU $271 
of additional annual income."'" 



MortM)\er. some programs ha\e shown 
negati\(' earnings effects from training: 
participants in the training programs 
showed lower earnings than those who 
lid not participate. Tlie Jol) Training 
[\irtnership \ct acliialK reduced the 
earnings of young malei.-' 
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Do minimum wage workers 
receive training? 

Training is an intt?gral part of such j()l)s. 
>ince so manv tMuployt^es have littlt* prior 
experience. \ signilicanl portion ol thesi* 
j()l)s includes lessons not usually thoujiht 
of as training (e.g.. workinjr as part of a 
Warn, taking direction, or indt^petuient 
decision-making). l)ul which are among 
tlie most important skills society has 
to offer. 

In 19Q2, the Department of Labor issued 
a repoil identifying 1 1 "necessary skills'* 
for the American work force. .\ subse- 
quent sur\'ev of current and former 
^'tnplovet^s of the hospitality industry 
revealed 80<»/o of them found llicir 
emplovtnent in this sector useful in 
developing tln^se skills needed in the 
labor market. More than 90% said their 
entr\'- level experience was "Mm porta nt " 
in helping them learn the following "nec- 
essary skills": liow to get along with all 
kinds of people: communications: follow- 
ing directions: listenitig/understanding: 
and integrity/honesty. At least 80% said 
their jobs were useful in teaching respon- 
sibilitv, decision-making, and pr()l)lenr 
solving. A signilieant majority said their 
entry-level jol)S had taught them the nec- 
essarv skill of being a >«*lf-starter and had 
iielped tliem dewlop writing and arith- 
metic skills."" 

According to a 1^88 Departm(mt of 
Labor report "Peoph* use what they 
learned on one jol) to leverage a Ix^tter 
jot). Compared with all other varial)les 
that aff<*ct earnings, learning on tbc job 
has tlie most poweriul eff*Tt.''"' Many new 
tMitrants in the labor market can only 
acquire sn<'h skills on the job. And until 
tlu^v ac(|uire these* skills, most of them 
t\irn the mininuini wage. 
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What is the answer to low earnings? 



\> an al(i'rna(i\r to r« (l«Tal (rainin«; pro- 
•:rams. cdnsidtT tin' t'arninjrs j^rowlli lhat 

known to (aki* placr in t'ntrv-lf\t'l 
work. \ >(u(l\ ol non-colli'^rj'-liound 
\ou(h " lound that in tln'ir lirst lour \t^ir> 
altrr l«'a\in«: m liool. tlu* wa«:cs ol 
« n(r\-l('\rl workers Incrrasril l)\ I7"i» in 
H'al dollars. Tlu'St* (itulinjis aro particu- 
larly irnportanl to (lu* ilc'balo uwr wfllar^^ 
n^lorni l>r<-ansi' inoro than 3.Wo ol w<*l- 
lare niotluTs ha\<* a hiijh sc hool ' 

<'artun«:s <irow(h t^xpcricnccd l)v 
non-collt'^('-l)oun(l w()rktT> n'lit'cts 
incHMMul skills tlicx «;ainr(l on tlu' jol). 
riiat iiKTraso in >kiliH rornr:* ahoiit 
hocausr ol ♦'ither lonnal or inlortnai 
trainin*: in the workpiacf— training tiuU is 
(iltt'n tKJt nM'o«:niz<'d as such in the policy 
(lohato. 

Minimum wa«r<' worker^ ( U^rly htMu^lit 
from skills learned on the job. Almost 
two-lhinl> of those earninir the mininuun 
wap(* in th' mid- 1980? were making; 
tnort mon« . one vear later. 




Mothers on welfare in 
states that raised their 
minimum wage left 
welfare for work 20% 
less often than welfare 
recipients in states 
where the minimum 
wage was not raised. 

Peter Brandon, 

UniversitY of Wisconsin, 1995. 
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The Minimum Wage and Job Loss 



lEji crv tinw llaslufiiiion 

Si)AH) (uid its h^isislatrd 
luuiuuiuu. fH'oplr n liosc 
fiorli sit ills (ire I'dhicd in 
lwt\['r(ni fall into ihdl i:(if>. 

tti«> \(Liiii.i iniini.ii 



Do hijiluT niiniinuin Ha<^rs Irad 
lo joJ) loss? 

It is well known l)\ (M oiioitiist> utui Liw- 
inukcrs that a liijiluM' initiitniiiii wiv^r 
lt*a<ls to jol) l(»scs. The I'air l.iihor Stan- 
«lar(ls Act ol* 1038 caiitiotKMl thf Admin- 
istrator of tin* Wap' and Hoin* Bo<ir(i to 
>ct rniniininn \\a«r*'5^ at a lf\t»l "which will 
not suhstatitialiv rnrtail rnipinynicnl."" 

l*.tn[)lo\»*rs nutnrallN react to ln;5hcr indi- 
Nidiial niiniinuni wajrcs h\ soarchin;:! lor 
wavs to nllx't i1h*s<* hi^rhcr costs. Increas- 
es (nu'ourairc ctii plovers to automate 
lunctions or move iTiore a|r|rressi\ely 
towards *">eir-ser\iee." This plienomenon 
has already hetMi hroadiv experiei "ed in 
hanldntx and retailin<r. 

Have erononiists changed their \ 'w\\' 
on higher minimum wages? 

^onte recent work has allejred that 
incrt^ases in the nnnimutn wage <io not 
lead to jol) lo>s. However, this is Far IVnin 
a consensus position among e<'onomisls. 
in a lOO.H >in-\ev ol American econo- 
mists. 77'M) resj)onded that niininmm 
wa^e hikes l<'ad to a decline in etnploN- 
ment. 



Did a sttid> of last food restaurants in 
New Jersey find no job loss as a result 
of higher minimum wages? 

\\ ide>pn*a(l attetition was paid U) a IWl- 
^tiidv h\ two cconiMiiists reporting that 
last l()o({ H'staiiratits in New* Jersev 
>how«Ml tio joh los>. atid possibly e\ (*n job 
gains, alter the state miniminn wage ros(* 
to $5.05 in 1*)')2.'' Tins report was i)ascd 
oi: teiepht)tie >ur\eN data pri\atelv col- 
lected by the author> measuring emplo\- 
nient in both New Jersev atid eastertj 
Penfisyb aiiia. llie >ur\cy on which these 
findings were hasted, however, was so 
Hawed that the New jers(*y n^port is val- 
ueless in asse»ing the im[)act ol higher 
miniminn wages. ' I-or exampl(\ the sur- 
vey asked on-dtJtv tnanagt^s of last food 
restaurants their inunbtT of fidl and part 
tinit^ work«Ms. \et ne\<T delined lull time 
work and failed to idetuify the reference 
period (fidl time workers this shift? 
toda\? ibis paN [)eriod?). This resulted iti 
wildiv lluetuating respons(»s that wt^e not 
>upported bv the actual payroll n^'ords. 

Other economist> re-e>>timated the New 
jersev fast food study using tht* correct 
tuind)ers from [)avroll re<*ords. They 
found New .|erse\ sullered signiiieant job 
losses from its higher minimum wage."' 

Were other <*ritieisms made of the 
New Jersey s(udy? 

Otiier recetit re>earch on niininnnn 
wag<*s' loimd the lull impact of a mini- 
mum wag<* increase is generally not fell 
for up to a \ear after the hike takes 
efleet. The last food research, whicli onlv 
allowed a few months lor measuring the 
em[>lo\inent eHccts of higher mandated 
wage>. did not a»ess the most critical 
emplowneiu inipact-th<* long-term efleet. 
(/ar\ Becker. \W2 Nobtd Priz(^ winner in 
ecom>inies. ha> written that the fast food 
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Alter California raised 
its minimum wage in 
1988, retail employment 
grew 14% slower than 
the nation, although the 
state's retail sales were 
growing at twice the 
national rate. 

Lowell Tayior, Carnegie Mellon 
University, 1993. 



studies "are fatally Ha\v»'(l and cannot 
jiistiiv {Toin^ a*i;ainst tho a(MmnmIate(i evi- 
dence trom the many past and present 
studies that find sizable negative effects 
of hi^iher niinimums on employment."^" 

Did similar data problems exist 
in the Texas fast food study? 

The Te\as fast food study*" was carrit^d 
out bv two economists, one of whom also 
worked on tlie Nt*w Jersey study. This 
stiidv suffers from sur\(A Haws of its own. 
Fo<*u>int: on the i*>^)2 increast* in the 
federal nuninujm wage, the analysis 
allowed onl\ four months in which to 
measure anv em{)ioynient chan{Z(\ far too 
short a time in which to measure effects. 

Did a study find that California 
employment suffered no job loss 
from a higher minimum wage? 

In i9*)2 economist David (lard (one of 
the **New Jersey'* authors) pul)iished a 
studv'" ar<ruin{r r.aiifornia experienced tu) 
ill effects when it increased its mininuun 
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wage to $4.25 iu 1988. well befon* the 
federal ratv' rose to thai level. To rea( h 
this con(*iusion. (lard compared chan«^es 
in em{)lovment in (California to cfianges 
in a small set of "control states." Finding 



tfiat (California's mininunn wa^e work 
forc(* grew at a rate similar to these other 
states (which di<i not increa>e wa;ies). he 
argued t»mpIoyment in (California was 
unaffected hy th(» minimum wage hike. 

Howe\en (California's economy wa> grow- 
ing at least otu^-third faster than any of 
(Card's "control statt^s" and more than 
twice as fast as one of them. While (Cali- 
fornia's economy gnnv at an H.f/Mt rate 
between 1988 and 1989. the 1992 Card 
study compares employment in California 
to the following states: Arizona, where 
th(^ economy j^rew 1.8'V() over the same 
period: Florida, with a ().()'Vo growth rat(»: 
(/(^orgia. w ith a o.T^M) growth rale: and 
^ew• Mexico, where tlu* economv ou\\ 
grew 4.2% between 1988 and 1989,' 
(fiven the booming (California *M'onomy. 
it is no surprise (Card failed to lirid a neg- 
ative emploN merit eff(»ct— h(* compared 
California to states experiencing far 
economic growth. 
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W/\ ''r//7'///s M» if>H -in( o///' 

(mtunuiin n aw'- 1 dn tn)! 
■mil', ciiii) ilic ' ' ifur imii HI 




Have othtT recent sliuUes foiuul 
cmploynu'nt losses Ironi hi^ther 
minimum wugos'r* 

riu» ^t^)n^:t'sl nv f'ni esidrrn o on the 
elTeet ol" hi<:her tninimutn \\a«:es Is ("ound 
ill a \^)^y\ stud) carried out hy Lowell 
TaNlor'' or(!arne«iie Mellon I nisersilv In 
i'ontrast to lh«' I'a.-t food studies. 'laylorV 
work included all workers in all sectors 
oi retail trade. l)roken down into i)\ 
industr\ sectors. anal\/ed on a county- 
l)V-connty basis. o\er the cours** ol a lull 
V(*ar. in the nation's most populous state, 
(lalilornia. (in adtlition to the last food 
M'etor. ra\lor's stud\ examined table ser- 
vice restaurants. <:eneral nierchandise 
stores, food >tores. apparel shops, huild- 
in*: supply retailers, lurniture shops, and 
numerous other sectors. l(*adiii<: to a 
eomprehensi\e assessment oi employ- 
ment in the entire retail industry.) 

Taylor's work showed a si<:niilcant 
depressing eiiect on jui) <^row'lh in rt^tail 
trade i'ollowinjr a mininumi wage 
increa.^ F.ven though (California's retail 
sales were growing at almost twice the 
national rate, the state's retail employ- 
rncMit grew at a slower rate than the 
nation's as a w hole. 

Mor(M)\er. the mr)st signilicant negative 
employment eftects were found in low- 
wage counties— where workers should 
have heen helped the most. In Sutter 
(".ountv. where the increase raised aver- 
age wages hy more than Wo. retail 
employment fell hy more than 2"/n. In 
contrast, hi^h-wa^e San Francisco Coun- 
tv— where market-hased wages were 
almost completely unaffected hy the hike 
In mininumi wages— experiem t'd 8"/o 
growth in retail employment, despitt* hav- 
ing the same growth in n'tail sales as 
Sutter ( iotmtv. 



Does tlie minimum wage affect 
employment other than through 
job loss'^ 

A focus ord\ on the leselis of employment 
excludes an c\cn more important feature: 
raising the minimum wage makes it 
harder for low-^kill^'d adults to secure 
emploMuent. Kvidence shows that alter a 
minimum wage increase, teens and stu- 
dtaits displac*' low-^killtM^ adults in the 
work force.'' In additmn. higher mini- 
mum wages reduce the ability of welfare 
mothers tt) exit the welfare program via 
tMnplovmtMit. Women receiving welfare in 
states that raised their minimum wages 
in the late l<)8()s worked 20% less than 
welfare mothers in >tates lliat did not 
inerease their minimum wage.'* 

Is teenage employment affected by 
minimum wage increases? 

A 1995 report from economists at the 
University of (ihi< ago and Texas A&M 
I niversitv revealed sijrnilleant reductions 
in l<'cnage employment nationwide after 
the fed(Tal minimum wage increased in 
1990-91. Kmployment of teenage males 
iell 5"/(i aii<T the wage liike. while 
employment of teen women fell 7%.^^* 
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Is iUvrv any liistoriral f\ i<lt'nr<* that 
iiUToast\s in tin* niiiuinum nagi* cn'au^ 
iinoinploymrnt? 

NiinuToii-^ >ln(lic> tiMTtlic past 
»lr('a(i<*> \v.i\r I'xaiiiiiUMi impact ol the 
inioiiiuirn wn^v on rtuplovrncnt. Opitr 
ioii> anionji rconoiniMs \ar\ a> to tlu' 

ol iho impact, \onrtliclos. ihrn* 
j> \rr\ \\{\\r (li>a;:r»MMncnt that tin* impact 
of minimum watrc hikc> on ctnph)vmcnt 
riM's with the miit^nitirdi' of tht* incrcasi*. 

• In 1*>78» (J()n*!rcss created the Minimum 
\\a«re Stu(i\ (]ommi>si()n to analyze the 
impact ol the minimum \\a«:e on I .S. 
emplovmenu The (!ommi»ion deter- 
tnitH'd e\er\ !()"» inerea>e in the mini- 
nimn waire results in a P'n to ."i'Mi joh loss 
h)r leenatjers.'" 



• In 1*)H."^. the (/ctieral \cromitin«i Ol'lice 
\\n\i\il **\irtnallv total atireement that 
iMUplovfru'nt i> lower than i( would ha\c 
heen if i\o minimum wa^^e exiMed. 'Ilii.- 
\> the ca>e even durin^^ periods ol >uh- 
-lantial e'conomic »rrowth,**"' 

• \ 1^88 (!ofi»:r<'ssionat Bud«rei Olllcc 
KlBO) >tu(lv tound a proposal to increase 
ihe minimum ua'ie to S.^.O.') would result 
in the lo>s ol a> nianv as oOO.OOO j(»h>.'' 

• In M^88. the (iouneil ol MeiKiomic Adxis- 
»TS estimated the joh loss associated w ith 
a nunimmn wa«:e ol $1.65 (up Ironi tlie 
1988 wa«ie of $3.35) would he concen- 
trated amonjx \ounjz<T. l«'^s skilled, and 
minority worki*-^."* 

• \ Hrookin«is lnsiituti«)n studs in the 
I^TOs des-crihed tlu* minimmu wa»ie as 
"lar trom the l)est was to redistril)ut<^ 
income ... and |that| there are definite 
limits to how hi^jh the minimum wajze 
<'an l)e raised. I sually important limit 
is the disemploynu^nt eiTet*tr'" 





The most severe 
empioyment losses 
after California s 
1988 minimum wage 
increase were felt in 
low-wage counties — 
the poorer areas of 
the state. 

Lowell Taylor, Carnegie Mellon 
University. 1993. 
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